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THE NATIONAL ACCOUNTS 1936-37 


Tue financial year 1936-37 closed with a small deficit of 
{5} millions. This result is largely due to a remarkable 
speed-up during March in expenditure on defence. Ex- 
penditure on the Supply Services in that month was more 
than 45 per cent. higher than the average of the preceding 
eleven months. 

The exact total of the deficit is £5,597,191. As in every 
one of recent years, however, it is necessary to explain that 
surpluses and deficits are defined, in British Treasury 
practice, on somewhat peculiar lines. The year’s expendi- 
ture includes {13,127,270 of debt redemption, for which 
no provision was made in the Budget. If ordinary revenue 
be compared with ordinary expenditure, there is, in fact, 
a surplus of £7,530,079. Even this, however, is not a true 
surplus in any ultimate sense. At least one of the items on 
the revenue side (the ‘‘ raided’’ balance of the Road 
Fund) should not strictly be regarded as current revenue, 
while the expenditure on interest on the National Debt 
does not include any provision for the interest on Savings 
Certificates which accrued, but was not paid, during the 
year. In the year 1935-36 this item amounted to {9,000,000 
and was probably no less in the year just ended. In the 
strict sense there was a deficit in the year 1936-37. 

The deficit was due in minor degree to a failure of the 
—_ to come up to the estimates. The figures are as 
ollows : — 


REVENUE, 1936-37 


(000’s omitted) 
Larger (+) or 
Smaller (—) than 
Actual Budget Actual 
Receipts Estimate, Receipts 
1936-37 1935-36 


{763 + 18,163 
2,960 + 2,520 
1010 + 

2,140 + 3,340 
230 — 355 


3,363 
+ 3,757 
500 


+ 25,093 


+ 14,640 
+ 2,800 


Total Customs and Excise 320,782 3,257 + 17,440 


Motor Vehicle Duties (Exchequer 
share) 5,300 300 
755,719 406 
286 

100 

2 tp 

Misce 649 


Total Ordinary Revenue ... — 1,092 


All three of the main direct taxes fell short of the esti- 
mate—a fact which tends to show that the estimating in 
the last Budget was less conservative than usual, as was 


suspected at the time. Sur-tax, in particular, seems to 
have been the subject of a somewhat optimistic expecta- 
tion. Customs revenue is well above the estimate, assisted 
both by the expanding volume of imports and also, so far 
as ad valorem duties are concerned, by the rise in prices. 
Stamps also show a very healthy increase. 

The major responsibility for the deficit is to be sought in 
the excess of expenditure over the estimates : — 


EXPENDITURE, 1936-37 
(000’s omitted) 
Larger (+) or Smaller (—) 
than 
Budget Final 


Estimates Estimates Issues 
1936-37 1936-37 1935-36 


£ £ £ 
— 13,127. — 13,127 
496 


Actual 
Actual 
Issues 


Interest and Management 

of National Debt 210,873 
Payments to N. Ireland 7,996 
Other Consolidated Fund 


— 661 
496 + 792 


2,409 
179 — 706 


- + 
320 + 40 + 40 — 


421 179 


222,529 — 12,771 — 12,771 2,984 


186,072 
Civil and Revenue Votes 
(exc. Post Office) .... 381,158 


+ 7,821 — 
— 3,188 


2,132 + 49,123 


— 8726 + 6,107 


Total Supply Services 
(exc. Post Office) ... 


Total Ordinary Ex- 
penditure 
New Sinking Fund 13,127 + 13,127 + 13,127 + 661 
Total Expenditure 802,886 + 4,989 — 10,502 + 52,907 
SELF-BALANCING REVENUE AND EXPENDITURE, 1935-36 
(000’s omitted) 
Larger (+) or Smaller (—) 
than 
Budget Actual 
Estimate, Figures, 
1936-37 1935-36 
71, _ ‘ 64 
27,427 + 927 + 1,652 
+ 863 + 7,452 
It is obvious at a glance that the explanation lies in the 
heavy defence expenditure. In his Budget last April, Mr 
Chamberlain allowed {20 millions for Defence Supple- 
mentaries, but even this amount proved to be nearly 
£8,000,000 too small. The expenditure on the Civil Ser- 
vices, on the other hand, was more than £3,000,000 below 
the Budget estimate. 
The deficit is not particularly encouraging to the tax- 
pone: On the assumption that the provision for the 


ational Debt will remain unchanged, the Chancellor will 
have to find at least {36.2 millions more revenue in 1937-38 


567,230 +4633 — 10,858 + 55,230 


789,759 — 8138 — 23,629 + 52,246 


Actual 
Revenue or 
Expenditure 


+ £200 
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than in the year that has just expired. This figure will be 
increased in so far as he thinks it advisable to make pro- 
vision for Supplementary Estimates. Probably the closest 
approximation that the layman can make, after allowing 
for the natural buoyancy of the revenue in a period of 
expanding trade, is that the Budget of 1937 will balance 
if there is no provision for Supplementaries. But the 
Chancellor will have to impose fresh taxation if he antici- 
pates over-spending in any Department in the course of 
the year. 

The final table shows the aggregate receipts and out- 
goings during the last six years and also in 1929-30 and 
1913-14. These figures include the self-balancing items :— 


April 10, 
1937 
Expendi- 
Revenue ture* Surplus Deficit 
(£000) (£000) (£000) (£000) 
1913-14...... 198,243 197,493 750 “48 
1929-30 ...... 814,970 829,494 ; — 14,524 
1931-32 ...... 851,482 851,118 + $64 be 
1932-33 ...... 827,031 830,354t oa — 3,323} 
1933-34 ...... 809,379 774,927t + 34,452t a 
1934-35 ...... 804,629 797,067 + 7,562 
1935-36 ....... 844,775 841,834 + 2,941 mM 
1936-37 ...... 896,596 902,193 — 5,597 


* Includes allocations to Sinking Fund. 

t Excluding war debt payment to America, and the deficiency 
of £15-3 millions in the allocation originally made for sinking fund, 

t Disregarding war debt payments of {3-3 millions to America. 





REVENUE 


BEFORE proceeding to examine the salient features of the 
trend of revenue under the various heads, we show below 
a comparison of Exchequer receipts during the past four 
years with those of 1929-30 and 1913-14:— 

REVENUE ({ millions) 


nom 
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Inland Revenue collected in 1936-37 has risen by the 
appreciable amount of {24.7 millions, or 6 per cent., and 
has practically reached the 1930-31 level. But there is still 
some way to go before the {449.5 millions of 1931-32, the 
peak year, is approached. This class of revenue, more- 
over, fell short of estimates by {3.4 millions. Income Tax 
rose fairly sharply, but although surtax turned upwards 
{as was expected, owing to the time-lag) for the first time 
since the depression, it was {3 millions below the 1936 
Budget estimate. Death Duties were virtually unchanged, 
but Stamps rose by 13 per cent., and apart from Customs, 
were the only important revenue item to exceed estimates. 

Receipts from Customs again rose sharply, by 7} per 
cent., and were no less than {75 millions above receipts 
in 1931-32. Excise revenue has varied little in the past four 
years, Customs being responsible for the recent changes 
shown below :— 


DrREcT AND INDIRECT TAXES 


Direct Indirect 
£million %ofTotal {million % of Total 
1913-14 ...... 78-0 47-8 85-0 52-2 
1929-30 ...... 376-9 58-0 273-3 42-0 
1932-33 ...... 392-3 56-1 307-3 43-9 
1933-34 369-4 54-3 308-9 45-7 
1934-35 ......  364°5 53-7 313-8 46-3 
1935-36 ...... 379-1 53-5 329-1 46-5 
1936-37 ...... 400-5 53-4 349-9 46-6 


Direct taxes have been taken to include all Inland 
Revenue duties except Stamps, while indirect taxes cover 
Customs, Excise and Stamps. Motor vehicle duties have 
been ignored, though in future years they may have to be 
taken into account. 

Customs and Excise.—These receipts have again re- 
flected the general expansion of trade and of purchasing 


power, the increase being rather more than was expected, 
Actual receipts in recent years are shown in the following 


table : — 
1929-30 1933-34 1934-35 1935-36 1936-37 


£m. {m. £m. m. {m. 
Crstadind..ccccrecccccsecse 119-9 179-2 185-1 196-6 211-3 
TEE -ccecsasboipnroneee 127-5 107-0 104-6 = 106-7 109-5 


Estimates of revenue from Customs were £207.5 millions 
for 1936-37, or £4.3 millions below actual receipts, but 
the 1935-36 estimate of {188.6 millions had been exceeded 
in that year by as much as {8.1 millions. Excise receipts 
have again shown a want of buoyancy; in 1935-36 the esti- 
mate was just exceeded, while the latest year’s receipts 
are {£500,000 below the {110 millions expected. The 
Customs receipts will have been influenced by the only 
important change in duty under the 1936 Budget, which 
was the imposition of a further 2d. per lb. on tea—esti- 
mated to provide an additional £3} millions, A surtax of 
{1 per 36 gallons on beer from non-Empire sources was 
levied, and minor Key Industry duties were added, but the 
effect of these was estimated to be inappreciable. 

Details of net receipts from selected items in 1935-36 and 
earlier years appear below : — 

Customs aNnp Exciss DutieEs—Net Recerpts (000’s omitted) 


is1s-14 1929-90 | 1992-33 1838-34] 1934-35 oss 


£ £ £ 
NG, .ncccencvinttansteininipecentalie 23,976 | 42,599 | 34,499 | 33,453 363 | 34,917 
eooncceccesessannetoccesesooqcees 1 77,151 | 73,725 | 58,855 | 58,696 | 60,798 
MOD ‘hivedicdbdgunipdveciscckdumnteth 1,152 4,881 3,755 4,142 4,397 4,632 
TEED aresenccedsionibsitininssadnatelibedin 4 43 4,217 3,935 4,082 
y BOR, ccsccccvccvepccoccccetoones 3,329 | 13,549 | 12,632 | 12,204 | 11,759 | 11,623 
aheabevenkchnebnenacecagenne 18,284 | 62,794 | 67,229 | 67,523 | 70,661 | 74,994 
Matches and mechanical lighters ane 4,170 3,813 4,025 4,115 4,209 
Hydrocarbon oils...............+++ be 15,042 | 35,310 | 40,408 | 42,300 | 45,129 
Entertainment duty ............ one 6,696 9,314 9,235 9,724 7,806 
Liquor licences, etc. .............. 4,517 4,587 4,529 4,390 4,389 | 4,359 
Other revenue dutiesf............ 3,815 | 3,899 | 3,771 3,788 | 3,629} 4,078 
Total revenue duties ...... 75,227 | 235,411 | 252,794 | 241,958 | 245,967 | 256,627 
aaa eet a 206 43 169 163 138 
Silk and artificial silk............. one 6,243 6,134 7,362 5,231 5,731 
“ McKenna ” duties .............. ate 3,692 — “8 i 2 ae 
Safeguarding of Industry duties} ... 2,431 

Abnormal 4 ORG sicsecsses io ed 195 5 3 1 

Horticultural products .......... sak wee 591 ~ ben oo 
Im Duties Act, 1932 eo 21,681 | 22,627 | 23,735 | 24 661 
Ottawa duties ..................06 - 1,790 7,705 7,526 8,118 
Duties on 1.F.S, goods............ ‘ie 2,514 | 4,551 4,691 | 5,422 
Total protective duties 12,572 | 94,961 | 44,497 | 43,925 | 47,193 
ate COU renccsncsconcenais 75,227 | 247,983 | 287,756 | 286,455 | 289,893 | 303,821 


* In 1913-14 the motor spirit duty (repealed 1921) yielded £841,000, and is included 
with “* Other revenue duties.” ; 4 

t Including British wine, table waters, cider and perry, cocoa, coffee, chicory = 
substitutes, or preserved fruits, betting duty, railway passenger duty, pate 
medicines, other licences, and miscellaneous. 


Under the 1935 Finance Act, the principal changes were 
a reduction of entertainments tax on certain classes of per- 
formances (abolition of duty on prices up to 6d. and a 
reduction thereafter), and an increase of 1d. to 8d. per 
gallon in the duty on heavy oil used in road transport. 
This latter duty, which brought in roughly a further {i 
million, was required less for additional revenue than to 
protect the Exchequer from loss arising from the growing 
use of heavy oil (then enjoying a much lower duty) in the 
place of petrol. Minor revisions of duty were made ome 
the year, but though unimportant they were nearly 4 
reductions, The chief increase in actual net receipts was 
that yielded by tobacco, receipts from which exceeded the 
previous year by {4.3 millions and estimates by {2.7 
millions. Petrol and oil duties provided nearly £3 millions 
more, and were about {1 million over the Budget —, 
The next largest rise was shown by spirits. The procee 
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i 


wntertainments duty fell below both the previous year 
out po 1935-30 feo bre but the fall is attributable to 
the lower scale and not to a decline in attendances. Sugar 
duties surprisingly yielded slightly less, for although the 
expected increase was only small owing to the growing 
cost of preferences, refined — retained for consumption 
was about the same. The following table shows the con- 
sumption in the past two years of this and the other main 
dutiable articles : — 


(In millions) 
1929-30 1934-35 1935-36 
Spirits ....seeeeeeeeee proof galls. 12-2 9-4 10-2 
Beer ...sseeeeeee standard barrels 20-7 16-7 17-3 
TOD cocsccnconscsscncescesescessce Ibs. 401-7* 431-4 446-0 
Sugar : refined equivalent cwts. 35-7 39-7 39-7 
TODACCO .....scseseerreceeereres Ibs 151-5 159-0 168-8 


Artificial silk-home-made Ibs. 56-0 
Light hydrocarbon oil ... galls. 903-0 


* 1928-29. 


The most striking increase is that of tobacco, while 
consumption of spirits shows a rise for the first time since 
1927-28. The annual Customs and Excise Report for 
1935-30 points out that the total revenue of nearly £304 
millions was the highest since 1921-22, at which period, 
however, beer and spirits, tea, sugar, cocoa and coffee 
duties contributed go per cent. of the total, against less than 
two-thirds of the latest figure. 


Inland Revenue.—In 1936-37, Inland Revenue 
taxes yielded {429.6 millions, against an estimate of £433 
millions, and receipts in the previous year of {404.9 
millions. Within the past eleven years, this total has only 
once been exceeded, with £449} millions in 1931-32. The 
rise of {41 millions in two financial years is proof of 
notable buoyancy, but the 1936-37 receipts fell short of the 
estimate of £433 millions by as much as the Customs 
exceeded expectations. 


Income Tax.—Receipts of {257.2 millions are {1.8 
millions below estimate, and are thus in contrast with the 
surpluses under this head of £5} and £94 millions in 1935-36 
and 1934-35 respectively. Compared with the 1935°30 re- 
ceipts of {238 millions, it was estimated in the 1936 Budget 
that in the 1936-37 financial year a further {10 millions 
would be received on the then basis of taxation, that the 
increase of 3d. in the standard rate would produce {12 
millions, while {1 million could be saved on income tax 
avoidance (mostly in the form of educational trusts). The 
additional personal and children’s allowances, on the other 
hand, were expected to cost £2 millions in that period. The 
net gain in a full year was put at {12} millions, or {14 
millions from the higher rate, {24 millions from tax avoid- 
ance, and a cost of £4 millions for allowances. Income tax 
receipts in 1913-14, and in and since 1929-30, together with 
the standard rate, are shown below: — 


IncomE Tax* 








ner! x- | dard |. 
Year moans Rateo Yieldti| y ee Rateof| Yieldt 
ceipts ve L Penny ceipts ‘aed Penny 
Mn . d. , .| s. d. | g Mn. 
° ‘ 5 0] 4-16 
‘91/5 0] 3-99 
. : 91/4 6] 4-21 
256-0 : . 4 6| 4-28 
° 214 9] ... 
iii Na i 
* For 1913-14, the United Kingdom; from 1929-30 onwards, 


Great Britain and Northern Ireland only. 
t Calculated on basis of net produce of tax. { Estimate. 


The rise in Exchequer receipts between 1934-35 and 1935-36 
of {9.2 millions resulted from an increase from £2,616 
millions to £2,740 millions in actual income (i.e. gross 
Income less exemptions and deductions for depreciation, 
ttc., but before subtracting earned and personal allow- 
ances). The latter amount exceeds the 1931-2 actual income 
of £2,725 millions (the previous highest), but whereas in 
1935-6 income under Schedule E (salaries and wages) was 
£46 millions more, that under Schedule D (profits from 
th Sinesses and professions) was still {42 millions below 

© 1931-2 level. The following table analyses for recent 


years the actual income coming under the review of the 
Inland Revenue : — 


ANALYSIS OF ACTUAL INCOME 





Schedule I | . 1935-36 
neome from 1913-14 1933-34 1934-35 Estimates 
000) (£000 
A Land, house, etc., owner- (£000) , — Gore 
hate ldabbebswbibeestenses 175,662 297,844 304,119 312,500 
B Occupation of lands, etc, ... ; ; ; 
C Britis, <a oes 5,373 28,441 29,318 29,500 
oreign Govt. securities... 47,776 151,865 148,277 148,000 
: Business, Professions, etc.... 584,346 756,405 828,954 880,000 
Salaries of Government, 766,402 786,640 820,000 
Corporation and Public 
Company Officials and 137,884 
E yments.* 
Ditto, weekly wage-earners 504,116 518,329 550,000 





Ta 951,041 | 2,505,073 | 2,615,638 | 2,740,000 


tfc pbinesiitaectiaabniliibnnmna heath tating ei Rf B 
° re ong 1923-24, employments (including weekly wage-earners) were assessed under 


From the total 1935-6 actual income, there were deducted 
earned income and personal allowances of {1,440 millions, 
or about £59 millions more. Through the operation of 
allowances, 43 million persons out of the estimated 8.1 
million persons receiving income above the effective ex- 
— limit of {125 a year, were entirely relieved from 
ax. 


Surtax.—Last year’s Exchequer receipts amounted 
to £534 millions, against a Budget estimate of £564 millions, 
and receipts in 1935-6 of £51.02 millions. It was estimated 
in the Budget that the year 1936-37 would show a higher 
yield of £34 millions arising from the normal increase and 
{2 millions (or {4 millions in a full year) from saving on 
tax avoidance. We show below the total number of persons 
(as revised September 30, 1936) assessed fo surtax, the 
total chargeable income (which includes the first portion 
not liable to surtax), and the Exchequer receipts in 1913-14 
recently. 

SURTAX 


(1913-14 United Kingdom; thereafter Great Britain and 
Northern Ireland) 


Total 


Income Number Exchequer 
Yous Limit | Chargeable geeeethe Receipt 
£ £ Man. £ Mn. 
1913-14f¢ ...... 5,000 14,008 176 3-32 
1929-30 ...... 2,000 108,891 593 56-39 
1931-32 ...... 2,000 93,361 467 76-70 
1932-33 ...... 2,000 86,712 424 60-65 
1933-34 ...... 2,000 83,419 407 52-59 
1934-35 ...... 2,000 85,449 424 51.17 
1935-36 ...... 2,000 ° ° 51-02 
1936-37 ...... 2,000 ° ° 53-54 
* Not available. ¢t Super-tax. 


Thus the number assessed for 1934-35 was 2,030 higher, 
but the average chargeable income per person only very 
slightly larger. The number chargeable was still below the 
1929-30 level, whereas in the same period the number of 
individuals whose income was above the income tax exemp- 
tion limit rose by over 50 per cent. (the earned income 
exemption limit, however, having been lowered by £37 in 
the interval). 


Income Tax and Surtax Combined.—There has 
been a continuance of the tendency to grant relief from tax 
to small incomes, changes in this direction having started 
in the 1931 Budget, lapsed in 1932 and 1933, and been 
resumed from 1934. In 1930-31 four-ninths the standard 
rate was payable on the first {250 of taxable income; 
this was altered to half on the first £175 for 1931-32, 
and in the two latest years became one-third on the first 
£135. The proportion of earned income deducted was one- 
sixth (maximum £250) in 1930-31, but for the following 
year, and subsequently, becamie one-fifth (maximum £300). 
The fixed allowances are, however, still below the pre- 
depression level for all except families including six or 
more children. For 1930-31, the married allowance was £225; 
the next year it was reduced to {150, then raised to {170 
in 1935-36, and again to {180 last year. Children’s allow- 
ances, which in 1930-31 were {60 for the first and {50 for 
each other child, were reduced the following year by {10 
in each case, in 1935-36 raised to £50 for each child, and 
last year to {60. The personal allowance for a single person 
was reduced in 1931-32 from £135 to £100, and has remained 
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unchanged. The incidence of present taxation can be 
studied from the following table, in which there is also 
given 1929-30 as a pre-depression year, and 1933-34 as 
typical of crisis taxation, when the rate was 5s. 

IncomE Tax AND SURTAX 


Married Couples with Three Children 
eceeeeeeeneeeen ea LLL LLL 
ian Earned Income Investment Income 
In- 
come 
1929-80 | 1983-34 | 1996-87 1929-30 | 1993-34 | 1906-87 
s. da; g s. d. 
10 0 ane 
0 3 34 
2 11176 
2 6 130126 
2 6 368 26 
0 01,417 100 
10 3,787 10 0 
0 027725 00 





Surtax has been unchanged since 1931. Although taxa- 
tion increased under the 1936 Budget, the actual amount 
payable on small incomes declined. A married man with 
two children earns {375 before being liable for tax. 


Death Duties.—These yielded £88 millions against an 
estimate of {89 millions, and receipts in 1935-36 of £87.9 
millions. Exchequer receipts in 1913-14, and since 1929-30, 
are shown below :— 

Estate, Etc., DUTIES 


(In Million £’s) 
Exchequer Exchequer 
Receipts Receipts 
191 S14 ......ceeeeeeeenee 27-36 1932-33......+.ceseeevees 77:14 
1933-34.........seceeeeee 85-27 
pasedanssbenessece 79°77 1934-35........c0000000. 81°36 
1GSO-S1 .....0.222..000008 82-61 1935-36..........2eeeeeee 87-92 
BODRHGR oo oscinccrcescose 65-00 1936-37 .......2-.ee0eeee0 87-99 


Variations in receipts under this head from one year to 
another are particularly liable to chance, so that although 
in 1935-36 the number of estates exceeding £500,000 was 
50 against 35, receipts increased by only {2} millions. 
An analysis of the different sizes of estates follows. 

Estatgz Duty, 1935-36 


Numbers Net Capital Value Net Receipts 














Per cent. Per cent. Per cent. 
Actual | of Total | TBYS- £1 of Total | POUS £) of Total 
Small Estates .................. 38-03 , 15,356 2-69 106 0-13 
Net Value 
Exceeding Not exceeding 
é 100 § 000 Sidhe 49-68 
5,000 10,000 ...... 5-63 
10,000 25,000 ...... 4-20 
25,000 50,000 ...... 1-42 
50,000 100,000 ...... 0-66 
100,000 200,000 ...... 0-24 
200,000 0-10 
500,000 1,000,000 ...... 0-03 
1,000,000 3,000,000 ...... 0-01 
MEINE: sscocsphinnrdsenbcicks 0-00 
Settlement Estate Duty ...... in nies 4 
I a. cnssitaliaitieaiiiaall 142,516 | 100-00 1 570,790 | 100-00 





Of the 1935-36 net capital value, {477.8 millions consisted 
of personalty, and {93.0 millions of realty (including lease- 
hold property). The gross capital value of personalty of 
£504.3 millions included £137 millions from Government 
and municipal, and {204 millions from joint-stock, securi- 
ties. Legacy Duty, which in 1934-35 yielded a net receipt 
of £8} millions on a capital of {227.9 millions, produced 
in 1935-36 £8.6 millions on a capital of {238.2 millions. 
Succession Duty brought in {1,161,000 on a capital of 
£41,439,000, against {1,106,000 on £38,795,000. 

Stamps.—Exchequer receipts from Stamp Duties 
amounted for 1936-37 to {29.1 millions, t {25.8 
millions a year ago, and a Budget estimate of {27 millions. 
The following table gives receipts under the main heads for 
1913-14, and for more recent years. 

Stamp Duties: Net REcEIPTS 


(In Thousand {’s) 
1913-14 1929-30 1934-35 1935-36 

Land ee soesee 1,879 4,774 5,101 5,526 
Stocks shares, etc. 3,125 7,270 9,221 9,876 
Company capital duty... 698 3,771 1,140 1,097 
Cheques and bills ...... 2,322 4,837 4,384 4,482 
SE snknctiitndneust ens 669 2,686 2,547 2,855 
SUNT Snvdscdnbnisacticeiins 955 1,915 1,851 1,969 

_. Total ....seeeseres 9,648 25,253 24,244 25,805 

It will be noticed that the increase between 1929-30 and 


1935-36 was in total little over £} million, but in that period 
Stock Exchange transfer and contract stamps, etc., 
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increased by {2.6 millions. On the other hand, capital dut 

yielded less than one-third of the 1929-30 amount, though 
new issue activity since the latter part of 1936 may be 
expected to have caused an appreciable revival in 1936-37, 


Motor Vehicle Duties.—Receipts amounted for 1936-37 
to £32,727,000, against a Budget estimate of {31,500,000 
and receipts of £30,752,000, for 1935-36. Changes in recent 
years in receipts from these duties and in payments to the 
Road Fund appear below, but the latest increase arises 
only from the growing volume of new registrations, since 
taxation was unchanged for 1936-37. 


Motor VEHICLE DutTiEes 





(000’s omitted) 
Payments Exch 
Exchequer equer 
Year | R vaults to Road | Appropria- 
. Fund tions 
a ees 
£ £ é 
1929-30 ........04. 26,802 21,882 4,920 
1933-34 ........00 30,712 25,512 5,200 
1934-35 ......0000 31,538 26,438 5,100 
1935-36 .......0+05 30,752 25,775 4,977 
1936-37 ........... 32,727 27,427 5,300 


Receipts into the Road Fund in 1935-36 were 
£26,266,000, a decrease of £709,000. Expenditure was 
£20,934,000, or {976,000 more, but except for Grants 
for Major Improvements, which were £3,914,000, against 
£2,541,000, there were no substantial changes in the 
larger items. Out of the excess of receipts over payments 
of £5,332,000, £4,470,000 was paid to the Exchequer under 
the 1935 Finance Act, and the remainder of £862,169 raised 
the Fund’s ay 2 to £5,795,445, but £5} millions of this 
will have been taken by the Exchequer. Commitments 
at that date amounted to nearly £30 millions, of which half 
had been estimated to be in respect of the Five-Year pro- 
gramme. Beginning with the coming 1937-38 financial year, 
the procedure for the Fund is to be completely changed: 
the Exchequer will retain the whole of the duties, road 
expenditure being financed from annual votes. Our 
discussion of the Civil Estimates gives more details of 
the change. 


Receipts from Sundry Loans.—Receipts for 1936-37 
under this category were £4,550,000, against a Budget 
estimate of £5 millions, and receipts in 1935-36 of {4.9 
millions. The following table shows the chief items: — 


RECEIPTS FROM SUNDRY LOANS 


(000’s omitted) 
1929-30 1933-34 1934-35 1935-36 

Interest, etc., on war loans* :— £ £ £ 

Dominions and Colonies ... 9,813 771 253 

NOD b risnddektsscinccedseckhsee 10,921 ~—s as 

Other Allied Powers ......... 5,050 ah 56 oes 
Suez Canal shares ............... 1,834 2,079 2,395 2,449 
Anglo-Iranian shares ......... 1,088 567 567. — 1,313 
Other receipts..........s0ssccceres 3,934 1,238 1,101 1,172 

IIR disbibnendnenbdoahonnini 32,640 4,655 4,372 4,934 


* Payments in respect of War Debts suspended from July 1, 1932. 
Repayments of War Loans have now disappeared entirely, 


. according to arrangements made by the Lausanne Con- 


ference, but Poland contributed {£56,000 in 1935-36 in re- 
spect of Relief Loans, and £32,000 was received as interest 
on the Cunard advances. 


Other Non-Tax Revenue.—This section, apart from 
motor duties and Receipts from Sundry Loans already 
dealt with, comprises Post Office net profits, Crown Lands 
net receipts, and Miscellaneous receipts, including appro- 
priations from the Road Fund balances. Although under 
the 1933 Finance Act the fixed annual payment of the Post 
Office of {10,750,000 was to apply for three years, the same 
contribution will have been made for 1936-37. The actual 
net profit accruing to the Exchequer was {£10,970,000, 
against an estimate of {11,256,000, and receipts in the 
previous year of {11,670,000. The net.receipts from Crown 
Lands were {1,350,000, and thus close both to estimates 
and the previous year’s figure. Miscellaneous Receipts con- 
tributed {24,600,000, against an estimated {25} millions. 
Revenue under this heading for 1935-36 was £21,738,000- 
Of this the Road Fund provided {2} millions by repays 
advances and {4} millions of its previous year’s weenee 
Surplus of interest on Savings Bank funds again rovide 

4.2 millions, and {£3} millions were received from the 
d of Trade as surplus on Clearing Office Enemy Debts. 
Note issue profits were lower at {1.4 millions. 


-__—— 
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ANOTHER sharp rise of about 7 per cent. in expenditure 
has occurred, the increase in ordinary expenditure being 
{52.9 millions. The £800 millions level has been broken 
through, expenditure in 1936-37 being roughly the same 
as in 1930-31. In that year, however, the National Debt 
services cost £360 millions, or £136 millions more. In the 
interval, about {62 millions of that saving has been offset 
by increases in the Civil and Revenue Departments, and 
about £75 millions (or 68 per cent. of the amount spent 
in 1930-31) by the Defence services. In the following 
table expenditure for the last three years is compared with 
1913-14 and 1929-30, and estimates for 1937-38 are sum- 
marised. Where the latter figures are not available, 1936-37 
expenditure is shown in brackets :— 


ExpENDITURE (f£ millions) 


| 1e1s-14| 1929-0| 1994-35| 1935-26] 1936-37| ha) 





National Debt services ........ 24-5 | 355-0 | 224-0 | 224-0 | 224-0 | (224-0) 
Other Consolidated Fund 
SOFVICES ....0sceecenseeerresees 12-8 | 22-2 | 12-7 | 14-0 | 11-6 | (71-6) 
Consolidated Fund ser- 
= widandeiogstdamactonseddpaees 37-3 377-2 236-7 238-0 235-6 | (235-6) 
Navy, Army, Ordnance, Air 77-2 113-0 113-9 136-8 186-1 198-3 
Civil Services........cssesceseeees 53-9 | 246-5 408-0 
Customs and Excise and In- 358:3 | 375-1 | 381-1 
land Revenue ......c+esse00 4:5 12-0 . 13-9 
Total suppl services (ex- 
cluding ro) qnopeqnenses = 135-6 371-5 472-2 512-0 567-2 620-2° 
Total ordinary.........-seesesse+ 172-9 748-7 708-9 750-0 802-9 855-8 
ey ebipeovnccononesed 24-6 58-9 61-8 66-1 71-9 72-3 
Road Fund .........sseeeeeee a 21-9 26-4 25°8 27:4 § 
Total self-balancing........... 24:6 80-8 88-2 91-9 99-3 72:3 
Grand total............00+ 197-5 | 829-5 | 797-1 | 841-9 | 902-2 928°1* 


* Without provision for eventual Supplementary Estimates. 
+t Excluding £80 millions from Consolidated Fund. § Included in Civil Estimates. 


Consolidated Fund Services.—The cost of the National 
Debt, analysed on page 8 of this Supplement, is the 
main item under this head. Other issues from the Fund for 
1936-37 amounted to {11.7 millions, against an estimate of 
{11.3 millions, or {14 millions for 1935-36. Payments to 
the Northern Ireland Exchequer amounted to £7,996,000, 
compared with an estimated {7} millions, and the Post 
Office Fund received £420,500 gross or {£320,500 net. 
The Fund in the past has comprised the Civil List, certain 
pensions and salaries, and miscellaneous services. The latter 
took {4.2 millions in 1935-36, the largest item by far being 
{2.8 millions issued under the Trade Facilities Act. 


Defence Services.—Apart from the actual increase of 
expenditure in accordance with the re-armament policy, the 
cost of defence is of unusual interest in view of the in- 
clusion in the 1937-38 estimates of {80,000,000 from 
Defence Loans. Including the Ordnance Factories, expen- 
diture on the three services in 1935-36 was £136,949,000. 

he original 1936-37 estimates required in all £158,251,000, 
but the Budget made provision for a further {20,000,000 
for Supplementaries, making a Budget total of 





DEFENCE SERVICES EXPENDITURE (EXCHEQUER ISSUES) 
(000’s omitted) 


| Navy Army | Air Fore | Total 
sein a ee 













1913-14 oo. 4s'b33 28346 5 774179 
1992-33 oe a Shree 50,010 35,880 17,100 | 102,990 
1933-34 Bc oe 53,500 37,591 16,780 | 107,872 
1934-35 ibedialebias 56,580 39,660 17,630 | 113,870 
08-06, ae 64,806 44,647 27,496 | 136,949 
ps pe Se oih 81,289 55,881 50,700 | 187,870 
7-38* 78,065 63,702 56,500 | 197,685 
iidauisagis 105,065 90,7084 82,500 | 278,267 


* 1936-7 final, 1937-8 Budget estimate. Incl Ordnance 
t Same after addition of pbportions of peng ome 


EXPENDITURE 


SS 


£178,251,000. Actual expenditure in 1936-37 amounted to 
£186,072,000, or {7,821,000 more than the Budget 
estimates. The 1937-38 estimates require votes of 
£198,267,600, but although only {12,000,000 further will 
thus be needed from taxation, {80,000,000 is to be taken in 
addition from the Defence Loans. Of this £80,000,000, 
£27,000,000 is for the Navy, {19,054,000 for the Army, 
£7,946,000 for the Ordnance Factories, and {26,000,000 
for the Air Force. 

The importance of mechanisation is, however, illustrated 
by the following table of the number of effectives, in which 
the increase between 1913-14 and 1937-38 of only 22,300 
(or 7 per cent.) in the personnel is in contrast with the 
increase of 250 per cent. in cost. 











Navy (a) Army (0) Air Force (b) 

1913-14 ............... 142,960 185,600 

2OBB-BS oo. cccccccccece 89,667 148,700 29,520 
TOBO-B4S co oicccccccccces 89,863 148,700 28,470 
1934-35 ............00- 91,351 149,500 28,780 
1935-36 ............... 94,259 152,200 35,942 
1936-37 (estimate) (c) 102,154 158,400 55,000 
1937-38 (estimate) (c) 112,000 168,900 70,000 


(a) Exclusive of Royal Marine Police. (b) Establishment exclusive 
of India. (c) Maximum for year. 


Navy.—The final estimates for 1936-37 were {81.3 
millions, against an original estimate of {69.9 millions plus 
a share of the {20 millions provision for Defence Supple- 
mentaries. The first Supplementary for {10.3 millions in- 
cluded {3 millions for the new construction programme, 
{2 millions to continue special measures in connection with 
the Italo-Ethiopian war, and about {2 millions further for 
works at Singapore. 

















(000’s omitted) 

1936* | 1937 

1932 1933 | 1934 1935 | (Esti- | (Esti- 

mate) | mate) 
Average number of effectives......... 89,667 | 89,863 | 91,351 | 94,259 |102,154/112,000 

£ £ £ £ £ 
Wages, etc., of Officers and Men...... 12,636 | 12,514 | 12.689 | 13,140 | 13,611 | 14,181 
Victualling and clothing ............... 2,981 | 3,182 | 3,147 | 3,435 | 3,586 | 3,978 
Medical Establishments, etc. ......... 361 376 366 406 397 411 
PN BAIN HII 65s sd. nnndiedardicanecsecones ij 1,088 | 1,338 | 1,993 | 3,572 |} 4,200 
ducational and Scientific Services 661 650 9 793 
_— Naval ere Ries timinanbcedslt 347 373 342 334 356 373 
ipbuilding, Repairs, Maintenance, 

Lividhaswhcguawadsbennddeyhessatosit ,882 | 18,449 | 20,929 | 25,784 | 34,900 | 32,125 

Naval DR ido ia edvndant 3,319 | 3,767 | 4,034 | 5,657 | 9,093 | 7,770 
Works, Buildings and Miscellaneous | 2,936 | 2,816 | 2,622 | 2,839 | 4,050 | 2,906 
Admiralty Office ................0.00s00 1,086 | 1,079 | 1,106 | 1,155 | 1,282] 1,459 

Non-Effective Services, Civil Super- 
SR GD cssnanantcrsianenceae 8,928 | 9,145 | 9,393 | 9,479 | 9,725 | 9,869 
Total Expenditure ............... 50,164 | 53,444 | 56,616 | 64,888 | 81,289 | 78,065t 


* Including supplementary estimates of £11,359,100. 
t After deduction of {29,951,287 Appropriations-in-Aid. 


The 1937-38 estimates total {105,065,000 if £27 millions 
from Defence Loans is included. Because of the allocation 
of the latter sum, comparison in the accompanying table 
of estimates, which are net, is affected by the Loan. Com- 

aring gross estimates, the new figures include an increase 
in shipbuilding, repairs and maintenance of £16 millions, 
in naval armaments of £3} millions, and in works, build- 
ings, etc., of {2 millions. The appropriations-in-aid for 
contract work alone amount to {17.4 millions. 


ARMY AND ORDNANCE Factoriges.—Including the {27 
millions from Defence Loans, the new Estimates under 
these heads amount to more than twice the actual expendi- 
ture in 1935-36. An original Budget estimate of {49.3 
millions was followed in July last by Supplementaries of 
{6.9 millions. The total estimates for 1937-38 are {90.7 
millions, including {£27 millions from Defence Loans. 
To the amounts shown in the accompanying table of net 
estimates (excluding the Ordnance Factories) there should 
be added about {14 million from appropriations-in-aid for 
warlike stores (the gross estimate for which exceeds that for 
1936-37 by £18 millions, including an increase of £4 millions 
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for gun ammunition alone) and {6 millions for works, 
buildings, etc. 

















































(000’s omitted) 
1936* | 1937 
Army only 1932 1933 1934 1935 | (Esti- | (Esti- 
mate) mate) 
Number of effectives ......... 148,700 | 148,700 | 149,500 | 152,200 158,400 | 168,900 
a es 
Pay, etc., of the Army ...... 9,008 | 9,416 , y 10, 
Territorial Army and Reserve 
IR br po tn cal ceot 3,952 4,721 777 i J 7,867 
Medical Services ............... 877 872 ‘ 1,055 
Educational Establishments 802 785 1,053 
Quartering on | ater 1,203 1,205 1,909 
Supplies, Road Transport an 
eo. 3,688 | 3,758 6,005 
Clothing and Stores............ 4,176 4,358 20,368 
Works, Buildings, Lands and 
Miscellaneous Effective 
ih te teaciesseaecisbinn 3,329 | 3,427 4,882 
Re 802 1,046 
Half-Pay, Retired Pay, Pen 
ion ae a cera 8,127 8,447 
coach | 36,137 ' 63,1 20T 


* Including Supplementary Estimates of £6,600,100. 
+ After deduction of £25,891,000 Appropriations-in- Aid. 

The vote for the Ordnance Factories is £582,600, but 
£7,946,000 is to come from loans. Of this figure, £2} 
millions is wanted towards a new filling factory at Chorley 
to cost £6 millions in all, {1.1 million for the whole cost of 
a similar factory at Bridgend, while {1.4 million is required 
for the Nottingham factory. 


Arr Force.—Expenditure in 1935-6 was {27.5 millions 
(or 20 per cent. of the total for the defence services), but 
the 1937-8 estimates require over double that amount from 
votes alone, or three times the sum if the Defence Loan 
allocation is included. The original 1936-7 estimates were 
for £39 millions, but a Supplementary of {11.7 millions 
(to further the general policy of air defence) was required 
in July. The new. estimates require {56} millions from 
votes and {26 millions from Defence loans, so that in 
all the Air Force will take 30 per cent. of the total of 
{278.3 millions for all the Services. Thus for the first 
time the proposed expenditure slightly exceeds that for 
the Army (excluding the Ordnance factories). 


(000’s omitted) 
1936* | 1937 
1932 | 1933 | 1934 | 1935 | (Esti- | (Esti- 
mate) | mate) 






















Number of effectives ............++++++ 55,000 | 70,000 





£ 
Pay, etc., of the Royal Air Force... 6 8,466 
Quartering Stores, Supplies and 
ERR sensitsaccntssnandincces 4,476 
Technical and Warlike Stores ....... 31,542 
Works, Buildings and Lands ,000 
Technical Training and Educational . 
BOGE senionecetneniesianatpeniadnesees 41 
Auxiliary and Reserve Forces ...... 1,360 
Civil Aviation. setisiehatiebisiedlanmenpiiently 2,315 
i and Miscellaneous 
cceiieslcaicunhabasibembenadeb 1,429 
De IE vcinstiesintingiempeneideineries 1,250 
Half-Pay, Pensions, etc. ...........+.+ 482 





Net Expenditure..............++ 27,515 





* Includes Supplementary Estimate of £11,700,100. 
t After deduction of {32,088,600 Appropriations in Aid. 


To the net estimates shown in the accompanying table 
must be added {16.6 millions from appropriations in aid 
(including £3.9 millions grant for the Fleet Air Arm) for 
technical and warlike stores (the total of {48.1 millions 
under this head including {29 millions for aeroplanes and 
£74 millions for armament and ammunition), and {14} 
millions for works, buildings, etc. An increase of 27 per 
cent. in the number of effectives is provided for in the 
new estimates, the strength of the Force as at April 1, 
1937, being stated as 55,850 men. 


Civil Estimates.—In relation to the charge imposed by 
the defence programme, the 1937-8 estimates for the Civil 
Departments |(excluding Revenue Departments and the 
Post Office) represent only a modest increase. They amount 
to {408,054,000, but for the first time include road 
expenditure of {22,500,000 hitherto met from the Road 
Fund. Deducting this sum for roads, the remaining 
£385,554,000 is an increase of {6} millions over final, or 
£20} millions over original, estimates for 1936-37, and is 
£23} millions above actual expenditure in 1935-36. 
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The course of expenditure is summarised below under 
its main heads: — 


Civit SERVICE EXPENDITURE 
_—— 





Pensions 
Educa-| trealth Labour | Other Total 


tion Heads 
War | Others 


£ Mn. | £ Mn. | £ Mn. | £ Mn. | £ Mn. | { Mn £ Mn 
1931-32} 53-0 | 22-0 | 49-6 | 47-9 47-7 | 99-9 | 399.) 
1932-33} 49-4 | 22-1 | 46-9 50-7) 77-9 95-9) 342.9 
1933-34) 51-1 | 21-6 | 45-2 | 55-7 | 71-8 | 93-3 | 338.7 
1934-35) 52:9 | 22-4 | 43-5 | 58-0 | 66-5 | 102-3 | 345.6 
1935-36} 55-8 | 23-4 | 42-7 | 60-4 | 76-3 | 103-2! 361.8 
1936-37/* 61-5 | 25-1 | 41-7 | 62-6 | 76-0 | 112-4 | 379.3 
1937-38/+ 62-8 | 25-7 | 40-6 | 64-7 | 75-4 | 138-9 | 408.1 





* Final estimates. 


+t Budget estimates. 


The separate items are discussed later in more detail. 
The £14 millions required by Supplementaries in 1936-7 
included in particular £5} millions for grants to public 
assistance authorities in respect of unemployment, a 
further £3 millions for the cattle subsidy, and £3 millions 
for broadcasting transferred from the Post Office vote. In 
the new estimates, {15,500,000 of the road expenditure 
falls upon Class VI (Trade and Industry) and {6,458,000 
upon Exchequer grants to local authorities. Apart from this, 
the only other large increase over 1936-7 final estimates for 
any one item is a further {4.7 millions for the Home 
Office, etc.—so that the increase in total estimated expendi- 
ture entirely unconnected with defence is comparatively 
trifling. But it is expected that further provision will 
have to be made by Supplementary Estimates for ‘‘ certain 
services,’’ including in particular the Special Areas. 


CENTRAL GOVERNMENT (Classes I, II and III).—The fol- 
lowing table shows expenditure in the first three classes of 
the estimates : — 

1934-35 


1935-36 | 1936-37 | 1937-38 











Actual | Actual |Estimate! Estimate 
| 
£'000 £'000 | £7000 | £7000 
I. Central Government and Finance ............ 1,922 1,987 2,437 2,549 



































I, Foreign and Imperial—of which : ..........0 8,044 | 8,573 | 9,506 | 8,988 
F.O., Diplomatic and Consular Services... | 1,398 1,431 1,426 | 1,445 
SIONS decsdannscesctedccioccsonts 157 223 271 144 
Irish Free State Services..................+0+ 2,294 2,293 3,043 | 2,893 
inion and worm agg scielnkes 1,565 2,059 2,247 | woe 

Colonial Development Cneveceecccocce 500 900 900 x 
INN’ ics nhcgsincintesdedcipiininenteish 1,614 | 1,666 | 1,619 | 1,607 
III. Home Department—of which: ............... 16,234 |17,239 | 19,249 | 23,940 
IN ee 467 | 548 | 1,876 | 5,777 
SETI. \ niedguaodenieniniesansenspunesonytpiehiogiigi 11,706 |,12,521 | 12,996 | 13,656 
IIIT ines nainenhienendeediibikecrstiateanued 1,123 1,171 1,292 | 1,366 
BIE | iets iain tciiaten silinnaibinies 26,200 | 27,799 | 31,192 | 35,477 





Under Class I, the small increase is due mainly to 
expenses for the Coronation, while the Foreign and 
Imperial group actually provides for a decrease. In Class 
III, however, the Home Office will require nearly 
£4 millions more on account of air-raid precautions. The 
estimate for these services is {4.6 millions against {1.4 
millions, with a further £600,000 for the new fire brigade 
organisation. Respirators alone will absorb {4 millions 
for materials and equipment, and another {191,000 for 
manufacture, storage, etc. 


Epucation.—The estimated expenditure for 1937-8 }5 
£62,801,000 compared with final estimates for 1936-7 of 
£61,489,000, with a Budget estimate of £58,045,000, and 
actual expenditure of {55,875,000 in 1935-6. The final 
1936-37 estimates include, however, nearly {3 millions for 
the usual grant to the B.B.C. transferred from Post Office 
expenditure. The increase for 1937-8 over the estimated 
expenditure for 1936-7 is, therefore, inconsiderable: 4 
further {570,000 is required for elementary, and £348,000 
for higher education, {294,000 for pensions, and {£213,000 
for education in Scotland. A new item is {61,000 for 

hysical training. Details for the Board of Education (this 
t requiring in 1937-8 {49.4 millions against @ 


final estimate for 1936-7 of {48.1 millions, and actual 
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expenditure in 1935-6 of {46.1 millions) are given in the 
following table: — 

ENGLAND AND WALES 
nn encore 








Board of Education | Total Ex nditure 
Estimates by L.E.A.’sf Cost per 
Elementary 
Pupil 
Total | Grants to |Elementary| Higher 
Vote L.E.A.’s | Education | Education 
Mn. £ Mn. £ Mn. £ Mn. s. 4d. 
1913-14 7 12-8 25-6 4-4 95 2 
1931-32 48-4 45-2 63-2 16-4 252 5 
1932-33 42-9 39-0 61-2 15°8 242 7 
1933-34 42-1 37:8 61-9 16-0 244 6 
1934-35 43-6 39-5 64-6 16-8 263 5 
1935-36 46-1 42-1 68-2 18-1 287 = 
1936-37 48-1 43-9 69-7* 19-0* 300 0 
1937-38 49-4} 44:8 70-8* 19-8* 311 1* 








t Including proportion borne by the rates. 
t Budget estimates. 


* Provisional. 


The increase in total expenditure upon education has been 
due in part to the restoration as from july I, 1935, of the 
second half of teachers’ salary cuts. The full effect of this 
increase has, however, been mitigated by the decline in 
the average attendance in elementary schools. This figure, 
which in 1913-14 was 5,381,000, was 4,748,000 in 1935-36, 
and for the Board’s estimates has been taken at 4,646,000 
in 1936-37, and 4,553,000 for the coming year. The sharp 
increase in the cost per pupil will be noted. Of this cost, 
there will have been, as between 1935-36 and 1937-38, a 
rise from {9 Is. 10d. to {9 12s. 5d. in teachers’ salaries. 
Attendance at secondary schools, on the other hand, 
continues to rise, and on October 1, 1936, the total number 
of pupils was 481,766, of whom 226,083 were paying no 
fees. The expenditure of L.E.A’s. for secondary education 
is estimated for 1935 at about £28 13s. per registered pupil. 


HEALTH, LABOUR AND INSURANCE (Class V).—The 1937-38 
estimates are for {170,167,000 against an original estimate 
for the previous year of {162,725,000 (increased later by 
{5,294,000) and against actual expenditure in 1935-36 of 
{161,861,000. The supplementary estimate for 1936-37, 
{5,294,000, was required for grants to public assistance 
authorities to compensate for the postponement of the 
Second Appointed Day fixed under the 1934 Unemploy- 
ment Act, since the necessary legislation had not been 
passed at the time of the Budget. Only balances of £356,000 
(representing adjustments not fully ascertainable at the time 
of the Supplementary estimate) are provided for under this 
head in the 1937-38 estimates, the charge falling instead 
upon the Unemployment Assistance Board, which will 
absorb {51.3 millions instead of £47 millions. The net de- 
crease in respect of unemployment assistance is therefore 
some £678,000. On the other hand, the new estimates do not 
allow for full expenditure on the Special Areas, £3} millions 
(against £3 millions) having so far been taken into account. 
Details of expenditure are shown in the following table: — 


HEALTH, LABOUR AND INSURANCE 


Ministry Ministry! Other 
of of Total 

Health* Old Widows ’ Labour Items 

etc. 

Mn. Mn. Mn. | £Mn. | £Mn. | £ Mn. 
1931-32... | 40 ‘ne 4-0 47°7 3-7 | 121-3 
1932-33...] 22-1 | 39-7] 11-0 77°9 4:0 | 154-7 
1933-34... ] 21-6 | 40-4] 12-0 71-8 7-0 | 150-7 
1934~35... 22-4 41-8 13-0 7-1 150-8 
1935-36... 23-4 43-2 14-0 76-3 5-0 161-9 
1936-37 + 25-1 44:3 15-0 76-0t 7:6 168-0 
1937-38 | 25-7 | 45-3] 16-0 75-4t | 7-8 | 170-2 
* Including Scottish Department of Health. t Final Estimate 


$ Inclu U t Assistance, and, si -36, ts 
to pal indies Cooke Bs “y Budget Estimate. 
Health.—Expenditure to be undertaken by the Ministry 
and Department of Health, though still rising, represents 
a smaller increase than for some years. These departments 


will need just over {600,000 more, and of this amount 
housing accounts for £360,000. Grants for this purpose are 
to be {17.3 millions in all. A new item is £207,000 under 
the 1936 Midwives Act. 


Labour and Pensions.—Since the Unemployment Assist- 
ance Board will be in full operation for 1937-38, the grants 
to public assistance authorities in the interim period will, 
as explained above, no longer be required. The main 
charge falls upon the Board, which will require £51,260,000, 
but the total expenditure in connection with unemployment 
and allied problems remains divided under a number of 
different heads. The total vote for the Ministry of Labour 
is {23,838,000 against {23,719,000. Of the _ total, 
£21,900,000, an increase of £650,000, represents the usual 
insurance contribution to the Unemployment Fund. The 
Ministry will also spend {2.2 millions against {2.5 millions 
on employment and training. As regards assistance, the 
Board and the small grants to public assistance authorities 
will require between them {51,616,000, against £52,294,000. 
The Special Areas, receiving £3 millions in 1936-37, are to 
have {3} millions spent on them in 1937-38, but this is 
subject to increase, while the last main item is an expendi- 
ture on grants for loan charges for unemployment schemes 
of £3.7 millions, against {4.1 millions. 

The cost of Old Age pensions continues to rise, the in- 
crease in 1937-38 being nearly {1 million. Widows’, 
Orphans’ and Old Age Contributory Pensions cost a further 
{1 million annually, the increase being fixed by statute. 


TRADE AND INDUSTRY (Class VI).—Estimates for 1937-8 
of {31,383,000 compare with final estimates for 1936-37 of 
£18,903,000, original estimates of £15,837,000, and actual 
expenditure in 1935-36 of £16,967,000. The new treatment 
of road expenditure (of which {15,500,000 is included in 
votes for this Class) accounts for the net increase, though 
there has been some re-arrangement of other items. The 
difference between the Budget and final estimates for 1936-37 
was due almost entirely to a Supplementary of {2,931,000 
for the cattle subsidy. In the new estimates, the beet 
sugar subsidy will require {2.2 millions against {3.3 
millions, another substantial decrease being in the milk 
subsidy (from £1,545,000 to £610,000). The tramp shipping 
subsidy has dropped from {2,000,000 to a mere £8,000 for 
administrative costs, since it is expected that rising freights 
will render the subsidy inoperative. The cattle subsidy will 
require more: {4.7 millions against {4.1 millions, 


Works, STATIONERY, Etc. (Class VII).—This section 
absorbs under 3 per cent. of the total civil estimates for 
1937-38. It will require {9,899,000 against a final estimate 
for 1936-37 of £9,508,000, an original figure of £8,552,000, 
and a cost in 1935-36 of £8,226,000. 


Pensions (Class VIII).—The gradual reduction in the 
numbers entitled to war pensions has brought the new 
estimates down to £43,934,000 from £45,917,000 spent in 
1935-36 and estimates of some £44,990,000 for 1936-37. The 
Ministry of Pensions will require {40.3 millions against 
£41.4 millions, the cost of the actual pensions being {38.6 
millions, or about {1.1 million less. 


EXCHEQUER CONTRIBUTIONS TO LocaL REVENUES (Class - 


IX).—Actual expenditure in 1935-36 was £45,278,000, with 
a 1936-37 estimate of £45,199,000, but the increase to 
£54,392,000 for 1937-38 is due mainly to {6,458,000 in 
respect of road expenditure hitherto met from the Road 
Fund. The actual increase in grants to authorities in 
England and Wales is from {45.3 millions to £47.6 millions, 
but the fixed contribution of £5.8 millions from the Road 
Fund made in previous years will not recur in 1937-38, so 
that the net total will be £8 millions higher. 


Revenue Departments.—The cost of the Revenue de- 
partments (excluding the Post Office) is given below: — 
(£000’s omitted) 


| 1936-37 | 1937-38 
1913-14 et |e Uetimatesietionnbes 


5,628 5,837 5,973 
7,500 7,651 7,923 


13,128 | 13,488 13,896 

















Customs & Excise | 2,431 
Inland Revenue... 
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Again in 1935-36 the cost of collection of inland revenue 
duties rose, being 1.93 per cent. of the gross sums collected, 
against 1.89 per cent. the lowest proportion in recent years 
was 1.55 per cent. in 1927-28. The tendency for the relative 
cost of Customs and Excise to decline appears to continue, 
although only slightly. 


Post Office.—The benefits of the new progressive policy 
operating during the last three or four years have con- 
tinued to be reflected in rising receipts. There were, how- 
ever, few important changes during the past year, develop- 
ment continuing along lines already indicated, so that the 
growing volume of traffic was due to general causes, rather 
than to any stimulus from lower charges. ae 

Operating expenditure for 1935-30 was {3} millions 
higher at {62,140,000, but after allowing for interest on 
capital, etc., there was a surplus of {12,539,000 against 
£11,945,000. The Postal Service’s surplus of {11.2 millions 
against {10.9 millions arose in spite of the restoration in 
July, 1935, of the second half of the pay cuts and the in- 
crease in certain salaries, which accounted for 1.79 per 
cent. out of the 5.63 per cent. increase in expenditure. 
Letter traffic grew at a faster rate, and the traffic in in- 
land parcels recovered in response to the lower rates intro- 
duced in July, 1935. The Telegraph Service likewise 
responded to the lower tariff (a 34 per cent. increase in 
messages resulting), but in neither telegraph nor parcels 
has the higher traffic made good the initial loss of revenue 
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due to the lower charges. The telegraph deficit was in fact 
£798,000 against £651,000. Telephone traffic expanded 
considerably; the net addition to the number of stations, 
191,204, was the largest recorded, and there was an 8 per 
cent. increase in the number of calls. The rapid develop- 
ment of the air mails is shown by an increase from 
£306,000 to {602,000 in expenditure for conveyance. 


In 1936-37, expenditure (excluding work done by or for 
other departments) was {71,880,000, an increase of 
{£5,800,000. According to estimates for that year, the 
principal itéms making up the increase over the 1935-36 
estimates will have been:—{1.8 millions for salaries (the 
staff of 243,000 employed on January I, 1936, was nearly 
10,000 higher), about £205,000 for air mail conveyance, 
£140,000 for motor vehicles and supplies, and {£250,000 for 
engineering materials. Payments to the B.B.C. have now 
been transferred to the vote for Class IV, which becomes 
Education and Broadcasting, but the a7 expenditure 
of {71,880,000 (against an estimate of {71.9 millions) 
apparently includes {2.9 millions due to the B.B.C. 

The 1937-38 estimates, excluding broadcasting, require 
{72.3, against {69 millions, some 40 per cent. of this 
increase being for salaries, The staff employed as at 
January 1st last numbered 258,043 persons, or about 
15,600 more than a year previously. Engineering and 
building will require {11.7 millions from Votes, with a 
further {19} millions of capital expenditure, 





THE NATIONAL DEBT 


A POINT of interest in the coming year is the impending 
issue of a part of the {400 millions authorised to be raised 
by loans within the next five years for defence purposes, 
since the defence estimates for 1937-38 allow for an expen- 
diture of {80 millions to be met from loans. The prospect 
of an increase over a space of five years of about 5 per cent. 
in the nominal amount of the National Debt is, however, 
of less concern to the taxpayer than the general effects of 
an important Government loan or than changes in interest 
rates. Though money may still be cheap, the pendulum has 
begun to swing back. A modest concession to changing 
conditions was in fact made in the issue in November 
last of {100 millions of 2} per cent. Funding Loan. 
This loan, redeemable between 1952 and 1957, yields 
{2 16s. 11d. per cent. to the latest redemption date on the 
issue price of 98}, against a similar yield of {2 13s. rod. 
per cent. on the {200 millions of 2$ per cent. Funding 
Loan, 1956-61, issued at 963 in December, 1935. 

Compared with the present and the future, the past (as 
shown by details for 1935-36) is of relatively less interest. 
That financial period saw less change either in the nominal 
amount of debt or in the annual charge than any other 
recent year, since the effects of conversions made in the 
past had in the main been fully experienced. 

We analyse below the composition of the National Debt, 
the changes in its cost, and also give particulars of nominal 
and actual debt redemption. 


Nominal Value.—The following table divides the 
Debt into internal and external debt, and subdivides the 
former into categories according to dates of maturity. 
Funded debt includes all loans with no redemption dates or 
callable at the Treasury’s option only. Unfunded debt 
comprises all loans with definite dates of maturity, and the 
subdivision of Floating Debt includes liabilities falling due 
within a few months. The year 1922-23, when the post- 
war peak was reached, is retained for comparison. 

Although the net total fell by only £4.6 millions, there 
were some important changes in the composition of the 
unfunded debt. The amount received on account of the 2} 
per cent. Funding Loan was {126 millions. Against this 
there must be offset a reduction in the Floating Debt of 
£51.2 millions, Treasury Bonds accounting in the main for 
the balance. An issue of {100 millions 1 per cent. bonds, 
1939-41, was made, but {150 millions of 2 per cent. bonds 
matured in March, 1936, and about {ro millions of 3 per 
cent. bonds in April, 1935. The £25.5 millions of National 
Savings Certificates created for cash was appreciably lower 


Nomina VaLuz oF NaTionat Dest aT Marcu 3lsrt (£ millions) 





| 1923 | 1999 | 150 | 1995 | 100 


INTERNAL Dest 
Funpep Dest :— 




















P! unded Debt ..........c000+++ 314-2 313-3 

i Gocenien oo s anaiadimaiiohia 683-6 | 742-2] 742-0] 739-6] 739-6 

4%, Consolidated Loan...............+-. , 400-9 | 400-9} 400-9 | 400-9 

BE% War Loan ....cceeercceeesesereees ese 1,919-8 | 1,918-1 | 1,914°3 | 1,912-7 

Total Funded Debt ...............++. 997-8 | 3,376-3 | 3,374-3 | 3,368-1 | 3,366°5 
TERMINABLE ANNUITIES .......+0s0s0000 13°7 : . 12-1 





Unrunpep Dest :— 
(a) Other than Floating Debt : 
24% Conversion Loan 


seeeeeeeenerene 


ee eeeeneeeenene 
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Total Floating Debt ................ 
Total Unfunded Debt ............. 
ToTaL INTERNAL DEBT .............0000: eee heer | Se 
BECCUAAS, TRUE cccceccccescsceccoccccseses ’ 


Tora, Deap-weicut Desr ............ 
et Loan and Victory Bonds 

held by National Debt Commis- 
oners 
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t Includes National Savings Bonds. 
than the {31.8 millions for 1934-35, while repayments, 
amounting to £27 millions, were only {1 million less. 

The above table does not give a complete picture of the 
State’s net liabilities, since it takes no account, on the one 
hand of assets acquired against the debt, nor on the other 
of interest accrued on Savings Certificates. These items are 
taken into account in the following table: — 

DEADWEIGHT Dest, OTHER LIABILITIES AND ASSETS 
(£ millions) . 
Mar. 31, | Mar. 31 Mar. 31, 


Mar. 31, 
1923 
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increase in ‘‘ Other Liabilities ’’ is mainly for expendi- 
on = behalf of the Post Office, the creation exceeding 
the redemption of debt by £4.2 millions. The estimated 
assets are financial assets only—that is, they exclude the 
value of buildings, etc.; the chief items are the neem 
Equalisation Account, standing at £375 millions, and { 
illions being the estimated market value of Suez Canal 
shares. In addition, there are various liabilities which are 
purely contingent, and which cannot be estimated. 


Changes in the National Debt, 1936-37.—The chief 
changes in the National Debt in the past year were as 
follows : — 


(000’s omitted) 
RECEIPTS waa £ 7 Mpa ( ; £ 

o% Fundi ‘ reasury s (net re- 
44% 1 ee sorvektbens 71,700 GUM). 02 cicerscce0ee 88,529 
23% Funding Loan National Savings Certi- 

1952-57 ....seceveeeeee 99,100 ficates (net reduction) 1,500 
Ways and Means Ad- National Savings Bonds 

vances (net increase) 4,480 DUE viccescecesccecese 117 
Repayments of Land Treasury Bonds id 69,288 

Settlement issues ... 138 | Other debt under War 
Exchequer Balances Loan Acts, repaid... 3,976 

decreased ......-.+0e8 30 | Issues under North At- 


lantic Shipping Act 371 
Issues under British 








Shipping Act......... 3,012 

Issues under Tithe Act 118 

Old Sinking Fund ...... 2,940 

Pe Nlisédnccvadenscecsed 5,597 

175,448 175,448 


Actual issues, other than the new Sinking Fund, for debt 
reduction in 1936-37 were some {52 millions less than in 
the previous year. In that year, however, the substantial 
amount of {160 millions of Treasury Bonds had been re- 
paid, against {69 millions in the latest period. A new item, 
though of inconsiderable amount, consists of issues under 
the 1936 Tithe Act. Other Debt under the War Loan Acts 
is, of course, not a new class of repayment, but no debt 
redemption was effected under this head in 1935-36. On 
the other side of the account, the {71.7 millions received 
from the 2} per cent. Funding Loan represents the balance 
of the total nominal issue of {200 millions in December, 
1935, whereas receipts in respect of the more recent 23 
per cent. Loan cover roughly the whole nominal amount. 

The position of the floating debt at the end of the year 
is shown below: — 


FLOATING DEBT 


(000’s omitted) 
Mar. 31, Mar. 31, 
, 1936 1937 Change 
Ways and Means Advances outstanding: {£ i £ 
By Bank of England .............+. Nil il one 
By Public Departments ............ 19,055 23,535 + 4,480 
Treasury Bills Outstanding............ 763,115* 674,595* — 88,520 


Total Floating Debt outstanding ... 782,170 698,130 — 84,040 


* Includes £40,000 in 1936 and £49,000 in 1937, the proceeds of 
which were not carried to the Exchequer during the period of the 


account. 

_ The Government’s refunding operations have resulted 
in a reduction of £84 millions in the floating debt, whereas 
the fall in 1935-36 was only {51 millions. But of the 
Treasury Bills outstanding, tender issues of £500 millions 
Were practically unchanged, the total fall being attribut- 
able to the decline in ‘‘ tap ’’ issues from {265.1 to {174.6 
millions, It is clear that the Department’s support of the 
two Funding Loan issues must have been substantial, 
though the change may also be in part accounted for by 
net purchases of gold during the year by the Exchange 
Equalisation Account. 


_ The Debt Charge.—In his Budget of 1928 Mr Churchill 
introduced the principle of a fixed debt charge, which 
should include both interest and sinking funds. This 
charge he put at £355 millions. In the second Budget of 
1931 this principle was abandoned and separate provision 
was made for interest and sinking funds. For the last four 
years no provision has been made in the Budget for sink- 
ing funds, but in fact the sum provided for interest and 
Management has in every year been sufficiently in excess 
of the actual requirement to provide for at least the Statu- 
tory Sinking Funds. The reduction of the Budgetary pro- 
vision for the Debt from £355 to £224 millions, however, 
1S not entirely due to the omission of a sinking fund. Over 
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£50 millions of the reduction is due to the fall in the interest 
charge, which is shown in the following table : — 


Nationat Dest INTEREST ({ millions) 






M ‘ — 

Other ment nterest, 

Interest; and ee 

Charges} Ex- ar (3) 

4 Penses | to (5) ) 

(2) 3) 4) 6 (6) 

1931-32 20-7 15-3t 36-Of | 251-6 1-9 289 - 5+ 
1932-33 5-9 15-Ot 20-9t | 259-2 2-1 282-2t 
1933-34 4-1 11-1 15-2 200-0 1-1 216-3 
1934-35 3-5 9-0 12-5 198-1 1-0 211-7 
1935-36 3-5 8-9 12-4 198-1 1-0 211-5 


t In 1931-32 these fi were exclusive of {8,430,922 
and in 1932-33 of £2,655,995, paid as interest on Savings Certifi- 
cates in excess of provision in the Permanent Debt Charge. 

The reduction in the cost of Treasury bills in recent years 
is due to a fall in the average rate, which has been main- 
tained this year. The cost of interest and management of 
the Debt in 1936-37 has shown a further slight fall to 
£210.9 millions, leaving {13.1 millions from the fixed debt 
charge for Sinking Fund. 


Debt Redemption.—The composition of the nominal 
sinking fund during the six years 1930-36 is shown in the 


following table: — 
(000’s omitted) 


| 1930-31 | 1881-32 | 1932-33 | 1909-34 | 1904-85] 1935-36 


Specific Sinking Funds 
Princi of Terminable £ £ £ £ £ £ 
DI ucininiectckenvictues 939 932 909 920 928 922 


Sinking Fund for— 
34% Conversion Loan .. 15,692 | 15,302 ani 
4% Consolidated Loan 10,000 | 10,000 2,310 as sie a 
4% Funding Loan ......... 3,308 3,451 3,581 3,726 3,868 4,002 
3% Funding Loan ......... was ies ‘nn oth 1,135 1,639 
4% Victory Bonds ......... 2,714 2,823 2,936 3,053 3,175 3,302 
U.S.A. Government Loan .. 5,753 9,091")... nae be 
Deficiency on Funding 
Loan and Victory Bonds 
surrendered for Death 
BD daentntsbadadiniesactivns 12,084 du ont eae eee 
Total of above ............+++ 50,490 | 32,508 | 26,330 7,699 9,106 9,865 
RAI: cncrtnrresssatinecitit 16,340 51 3,237 2,601 





Nominal Sinking Fund ...... 66,830 | 32,508 | 26,330 | 7,750 | 12,343 | 12,466 

* This represents proportion of total payment made on December 15, 1932, which 
would normally count as repayment of capital, although the right was reserved to treat 
the whole sum on this occasion as a capital payment. 

The total of the Sinking Fund, however, does not neces- 
sarily indicate the actual debt redemption in any year. 
Budget surpluses or deficits have to be added or subtracted, 
as the case may be, and in addition there are borrowings 
and repayments for special purposes. In 1936-37 the 
Budget deficit of £5,597,000 must be subtracted from the 
Nominal Sinking Fund of {13,127,000, making a net sum 
available for debt redemption of £7,530,000. The following 
table shows the adjustments to be made in each of the years 
1931-32 to 1935-36: — 

ActuaL Dest REDEMPTION 
(£000 omitted) 





| 1931-32 | 1932-33 | 1933-34 | 1934-35 | 1935-36 





Nominal Sinking Fund ............ 
Budget Surpius ........c:ssceceeeees 


WORE ccssdcscijesceccavactacscce 


Deduct— 
Budget deficit ...........cecerereee 
Borrowing by Unemployment 
PU sccngteccctscessiscagnnvece 
on 





(a) Dollar reserve fund. (6) Net increase of debt; but owing to conversions, the 
accrued interest on savings certificates was reduced *Smillions. (c) Including as 
interest the sum of {19-9 millions paid to the Uni tates. The British Government 
reserved right to — this as a repayment of principal. (d) Net increase of debt, 
but see Note (c). (e) Treating as interest the sum of {3-3 millions paid to the United 
States. See Note (c). (f) Rep yment of borrowing. (g) War Loan depreciation fund. 


To the figure for 1934-35 should be added a further 
£7,500,000 representing repayment of war debt by South 
Africa. This payment, however, also entails a correspond- 
ing reduction of assets, so that it implies no change in the 
net position of the National Debt. 
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One further item still requires special mention—the treat- 
ment of National Savings ificates. Interest on these cer- 
tificates is only paid on maturity and is therefore included 
in the capital item. If encashments of certificates exceed 
sales in any year, the Treasury has to borrow for these 
interest payments, as is shown in the above table. But in 
other years the proceeds of sales are used for the payment 
of interest, which should be a separate transaction. This 
is tantamount to a loan for this purpose, and should strictly 
be deducted from debt redemption. Moreover, the increase 
in the outstanding accrued interest during the year, which 
is shown in the second table on page 8, should also properly 
be set against the figure of net debt redemption. This would 
reduce the redemption of debt in 1935-36 to {11.4 millions. 

The final table summarises the above figures, showing 
the nominal value of the National Debt, the net redemption 
of debt and the interest charge in 1913-14 and in recent 
years : — 

Tue Nationat Dest, 1913-1936 
(g millions) 





Net nominal total 


Interest, Net Re- 





Financial Deadweight Debt : 
Year outstanding at end gna “Seep “Tan of 
of Financial Year : 
1913-14 ...... 649-8* 19-3 5:2 
1931-32 ...... 7,433-9 289-5 23-99 
1932-33 ...... 7,643-8 282-2 22-74 
1933-34 ...... 7,822-3 216-3 37-2 
1934-35 ...... 7,800-4 211-7 20-8 
1935-36 ...... 7,795-8 211-6 15-4 
1936-37 ...... 7,910-Of 210-9 7:5 





* Debt at beginning of year. + Gross estimate. § The dis- 
crepancies between the figures in this column and the movement of 
the figures in the first column is explainable chiefly on the ground 
that the first column takes no account of movements in net assets. 
But see also qualifications to the figure for net redemption in the 
preceding paragraph. { Net increase of debt. 


LOCAL AUTHORITIES 


W@@have estimated that the combined expenditure 
incurred on revenue account by the Government and Local 
Authorities of the United Kingdom was roughly {1,050 
millions in 1933-34. The information that follows applies to 
expenditure by Local Authorities in England and Wales, 
the table below giving the amounts spent on income and 
on capital account for the latest years for which figures are 
available : — 











(£ millions) 
1931-32 1932-33 1933-34 
Revenue account ............ 435-0 430-3 433-2 
Capital account............... 116-8 84-8 89-3 
Total expenditure......... 551-8 515-1 522-5 


Rate fund services for 1933-34 involved an expenditure 
of {326.5 millions on revenue account, an increase of under 
2 per cent. Under this head education cost {82.3 millions— 
a small decline; housing was {1 million more at {42.6 
millions; the various health services, of which roughly one- 
third is for sewers and for refuse disposal, were {59.3 
against {56.9 millions; while poor relief absorbed {33.9 
millions, or {1.2 million more. Highways and bridges were 
about £500,000 less at {46.3 millions. Expenditure on police 
of £21.5 millions was practically unchanged. The income on 
revenue account to meet this expenditure was {325.6 
millions, of which {148.5 millions (or 46 per cent.) was met 
by rates, {120.9 millions (37 per cent.) by Government 
grants, including {45.4 millions general grant under the 
1929 Local Government Act, while rents contributed {26.8 
millions, and fees and other specific income {27.4 millions. 
Trading services spent {116.9 millions, of which {73.2 
millions was for working expenses and {35.4 millions loan 
charges. They produced an income of {115.0 millions, 
while approximately 17 per cent. of the income and ex- 
penditure for these services was for water, 14 per cent. for 
gas, 32 per cent. for electricity supply, 19 per cent. for 
transport, and 11 per cent. for harbours and docks. In addi- 
tion to the rate fund and trading services, {26.3 millions 
was allocated to sinking funds—{5.8 millions more than in 
1932-33- 
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In 1933-34 expenditure on capital account rose from {84.8 
to £89.3 millions, of which £59.3 millions net was in respect 
of rate fund and the balance for the trading services. But 
as explained below, the apparent increase is due to a single 
transaction. About one-half of the total of {62.5 millions 
under the rate fund services was for housing, a capital ex- 
penditure of £30.8 millions comparing with {28.6 for 
1932-33. Highways and bridges accounted for {9.5 against 
{11.1 millions, and education {4.2 against {6.0 millions. 
Loans provided {44.7 of the {60.8 millions received on 
capital account, a proportion of 74 per cent., against 78 
per cent. previously. Of the {12.8 millions received as 
grants, etc., £5.7 millions (out of a total spent of {9.7 
millions) was for small dwellings acquisition and {4.1 for 
roads. Capital expenditure on the trading services was, in 
contrast, proportionately much higher, being £32.3 against 
£22.8 millions. The increase was, however, almost entirely 
due to the taking over of tramways by the L.P.T.B. The 
London and Middlesex County Councils received about {9} 
millions of stock, and most of this was repaid to lenders or 
allocated to sinking funds, being entered on both sides of 
the account as receipts and expenditure. 

The net loan debt of local authorities in England and 
Wales at March 31, 1934, was £1,306 millions, an increase 
of £5.7 millions only. Of the gross debt of {£1,404 millions, 
£926 millions was for rate fund services (an increase of {15 
millions) and £478 millions (or £4 millions less) for trading 
services. Sinking funds for the two classes of service stood 
at {60.8 and {37.6 millions respectively. Gross debt out- 
standing (before allowance for sinking fund provision) on 
various accounts is shown below :— 


Loan Dest or LOcALt AUTHORITIES IN ENGLAND AND WALES 
AT Marcu 3lstT (£ millions) 


1914 1931 1932 1933 1934 
Education (elementary 


and higher) ......... 52-1 65-4 71-4 75:0 75-6 
Sewers and sewage 

disposal ............... 44-1 65-2 70-2 74-8 = 78-1 
BERUEET cecccccovcncedese 12-5 423-1 448-5 466-7 480:8 
Trading services........ 363-4 462°7 471-5 475-6 470-7 
Other undertakings ... 90-5 287-4 295-2 301-5 299-2 
WUE chdtdcnteseapehivcess 562-6 1,303-8 1,356-8 1,393-6 1,404-4 


Although more recent complete figures for local finance 
are not available, it has been estimated that rates in Eng- 
land and Wales in 1935-36 brought in £163} millions, an 
increase of {10.6 millions. The average rate in the { was 
estimated at 5d. more, or 11s. 13d. Loans sanctioned were 
for a considerably higher amount—{36 against {26 millions. 
Nearly {£10 millions of the total was for public health pur- 
poses (against {8.2 millions), £7 millions for education, {5.6 
millions for roads, and {5.8 millions for trading under- 
takings. Issues of stock amounting to {16.1 millions (an 
increase of {1.9 millions) were sanctioned, the rate of divi- 
dend being 3 per cent., and in most cases the issue price 
was par, Unfavourable market conditions early in the 
1935-36 financial year led to a suspension of several pro- 
jected issues, but between September and February advan- 
tage was taken of a better situation to fund short-term debt. 
Under the 1929 Act, general grants by the Exchequer 
amounted to £45.3 millions in 1935-36. At the beginning of 
April, 1935, the rateable value of England and Wales as a 
whole was {293.6 millions, an increase of 2.9 per cent. com- 
pared with a year previously—or 0.8 per cent. for London 
and 3.5 per cent. for the rest of the country. For Scotland, 
the 1935-36 estimate of rates collected was {19.2 millions, 
making the total for Great Britain {182.7 millions. 


SOCIAL SERVICES 


We now analyse the total sums spent upon the various 
social services, 1934-35 being, however, the latest year for 
which details are available. The cost of these services, 2S 
described below, excludes capital expenditure out of loans, 
and is stated gross in the sense that it is incurred against 
revenue from all sources, comprising chiefly rates, grants, 
insurance contributions and rents. In 1931-32 and 1932-33: 
this expenditure was about the same, fell in the following 
year, but for the latest period has risen considerably 
towards the old level, As before, a decline of {2.4 millions 
in the cost of unemployment benefit and assistance Ac 
more than offset by a rise of {3.1 millions in poor relie!, 
since the Unemployment Assistance Board eventually took 
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over its full duties only on the “* Second Appointed Day,’’ 
April 1, 1937. An acceleration in housing expenditure is 
(£ millions) 
Year ending March 31, 


1924 1932 1933 1934 1935 
Unemployment insurance... 48-0 122-8 117-7 101-5 99-1 


insurance] ......+.++. 30:9 37-5 37-5 36:0 36-7 
nanan oe snes . Uohidgdtedeee 69-6 47-0 44-5 42-8 41-2 
Other PENSIONS «.-+++++eeeeeee 24-0 78-4* 81-3* 83-2* 85-6* 
Education ..ssccseceeeeeereeees 86-6 103-3 101-5 102-3 106-3 
Working-class housing ...... 16-6 42:3 44:3 44-8§ 46-1 
Poor relief .....scccceeeeereees 41-9 41-2 44-1 46-1 49-2 
Miscellaneous ...++s+e+ereeeee 14-5 20-0 21-3 22-6 23-8 

Datel. cconscenahcgedocntocs 332-1 492-5 492-2 479-3 488-0 


—————— | TT 


Total, less War Pensions..... 262-5 445-5 447-7 436-5 446-8 


* Includes widows’, orphans’ and old age contributory pensions 
under the Act of 1926. 

¢ Including expenditure on hospitals, maternity and lunacy. 

§ Year ended March 31, 1933, for England and Wales. 

|| Calendar years 1924, 1932, 1933, 1934 and 1935. 


shown by the rise of {1.3 millions in that item. The increase 
in contributory and old age pensions of {2.4 millions is sub- 
stantial, but in the former case it is purely automatic, 
and in the latter only normal. Public health expenditure 
on hospitals and the treatment of disease was nearly 
{800,000 more, but the largest additional charge was the 
{4 millions for education. War pensions showed a decrease, 
likewise of a normal character, of about £1,650,000. 

The various sources of revenue for the different services 
in 1934-35 are shown below: — 












Million {’s 
Number 
Receipts from of per- 
sons (a) 
Ex- Total | benefit- 
pendi- Re- i 


ing 
ture | Local | mentary} Sources} ceipts | directly 
Rates | Votes or| (Fees, (Millns.) 





Unemployment : 
Insurance 


Health Insur.... | 36-7 ona 6-7 33-8 40:5 18-5 
Pensions : 





Widows, etc. 43-2 Sins ioe 23-6*| 23-6* 2-1 
Old Age ...... 42-4 ain 42-4 as 42:4 1-8 
| RS. 41-2 dan 41-2 41-2 0:9 
Education....... 106-3 | 48-5 49-1 8-7 | 106°3 8-0 
ousing ........ 46-1 2-9 15-7 27°5 46-1 bis 
Poor relief ...... 49-2 | 45-4 0-4 3-4 49-2 1-9 
beswknesunien 23-8 | 20-8 0-4 2-8 23-8 dies 
BEE scaten 488-0 |117-5 | 223-0 141-9 | 482-5 





* Exchequer contribution of additional £13,000,000 to Treasury 
Pensions Account. 


(4) Unemployment and Health insurance: insured persons. 


The proportion of the total expenditure on the Social Services 
borne by local rates is little changed at 24 per cent. The 





extra cost of education fell equally upon rates and Parlia- 
mentary grants, but an additional {3.1 millions for poor 
relief was borne almost entirely by the rates. Figures for 
later years should, however, show a considerably heavier 
proportion of grants for poor relief, on account of the 
different method of providing for unemployment assistance. 


INFORMATION ON PUBLIC FINANCE 


Tue figures of the national accounts are to be found in a 
variety of official publications. Taking the series chrono- 
logically, the first to appear are the Estimates, which are 
published from two to five weeks before the financial year 
begins on April 1st, and contain a detailed review of esti- 
mated expenditure on the Supply Services during the 
coming year. The Estimates are published under five heads 
—Army, Navy, Air, Civil Services and Revenue Depart- 
ments; and the Civil Estimates are further sub-divided into 
nine classes. The Civil and Revenue Department Estimates, 
before their publication in detail, are summarised in a 
paper entitled Vote on Account. 


The estimated expenditure on the Consolidated Fund 
Services is revealed by the Chancellor of the Exchequer in 
his Budget Speech in April, and the Financial Statement 
which is issued at the same time contains complete estimates 
of total revenue and expenditure, as well as the results of 
the previous year’s working. 


Returns of Revenue and Expenditure are published 
weekly throughout the year and appear in every Wednes- 
day’s newspapers. Returns are also published at the end 
of each quarter. Supplementary Estimates for expenditure 
not included in the original Estimates are issued as White 
Papers as occasion requires in the course of the year. 

After the financial year is concluded, the Chancellor of 
the Exchequer usually reviews its main features in his 
Budget Speech. In the following September the Finance 
Accounts are published, giving more detailed summaries 
of expenditure and revenue and of transactions relating to 
the National Debt and to the position of Sinking Funds. 
Finally, detailed accounts of expenditure, audited and 
commented upon by the Comptroller and Auditor-General, 
appear in the Appropriation Accounts and in the Abstract 
Account of the Consolidated Fund. Full details of revenue 
can be found in the Annual Reports of the Commissioners 
of Inland Revenue and of the Commissioners of Customs 
and Excise. Details regarding the National Debt over a 
series of years appear in two returns giving Aggregate 
Liabilities and Cash Transactions of the State and Dead 
Weight Debt, respectively. Other information is to be 
found in the Post Office Commercial Accounts, Road Fund 
Accounts and Trading Accounts and Balance Sheets (which 
refers to Trading and Commercial services of the Govern- 
ment). 

Certain special aspects of public finances are to be found 
in a return entitled Public Social Services and in an annual 
report on Public Departments, Gross and Net Cost. Details 
of local authorities’ finance may be found in the annual 
reports of the Ministry of Health and the Department of 
Health for Scotland. 


THE GENERAL OUTLOOK 


THE reader who has made his way through the mass of 
hgures contained in the preceding articles will not need any 
prompting to come to the conclusion that the present state 
of Bnitish public finances is profoundly unsatisfactory. We 
are now at, or near, the top of the current trade cycle—at 
a period, that is to say, when the burden of taxation on the 
National Income should be falling, when taxation should 
be well in the process of remission, when the National Debt 
should be undergoing rapid reduction. The Chancellor of 
the Exchequer should now be enjoying to the full the ability 
to pursue sound finance and court popularity at one and 
€ same time. 

Were it not for re-armament, Mr Neville Chamberlain 
and the taxpayer could join in anticipating a most enjoyable 
Budget. If expenditure on the defence forces in 1937-38 
were to be no more than in 1932-33, there would be a 


margin of more than {100 millions to distribute on Budget 
Day. It would be possible to reduce the income tax to 4s. 
in the {, to abolish the tea duty, take 2d. off the petrol 
duty, to remove the 10 per cent. added to the surtax in 
1931, and still have enough left over to provide a Sinking 
Fund of £50 or {60 millions. Contrast with this almost 
golden dream the grim reality: a prospective deficit of £80 
millions and the probability of higher taxes to boot. This 
is the tragedy of re-armament in its fiscal aspect. 

The deterioration of British finances can be traced in the 
language used in the final article of the Budget Supplement 
year by year. Two years ago, in an article which attempted 
to look both backwards and forwards over a period of ten 
years, the conclusion was reached that ‘* buoyancy of the 
revenue is clearly not going to leave any very large 
margin over a rising total of expenditure for reductions of 
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taxation. . . . So far as we can foresee the next decade, the 
fiscal barometer points to ‘ No change.’ ’’ Last year even 
this cautious forecast already seemed too optimistic, and the 
article concluded that ‘‘ the indications are that we shall 
soon have to choose between increased taxation or deliberate 
deficits.’’ This year, only twelve months later, we have 
already chosen both the unpleasant alternatives together— 
unless the Chancellor, by fiscal sleight of hand, confounds 
the prophets and avoids any increases in taxation. 

At a time such as this, it is as well to consider the whole 
relationship of the State’s finances to the resources of the 
community as a whole. This is too wide a task to be essayed 
in this concluding article, but it is well within the function 
of the Budget Supplement to provide the foundation of fact 
upon which controversy can build. An attempt has been 
made in the following table to compare the growth of State 
expenditure with the parallel expansion in the National 
Income. The National Income is susceptible of many defini- 
tions and, even when precisely defined, is subject to a 
margin of error in estimation. The estimates in the table, 
however, are all based on the same assumptions, and their 
proportionate variations are more reliable than their 
absolute amounts. It should be added that each of the 
earlier periods (except 1911-13) includes the whole of a 


’ trade cycle :— 











otal National Defence All Other 
National | Expendituret Debt 
Period* Incomej| 

{£mn. |{mn.| % {ma % mn. | % |£mn.| % 
1860-69§ ......... 899 66 | 7-3 2 | 2-9 271 3-0 13 | 1-4 
1870-768 ......... 1,177 70| 5-9} 27| 23] 26) 2-2 17| 1-4 
1877-855 ......... 1,242 79| 6-4) 29] 231 30] 2-4 20 | 1:7 
1886-93§ ......... 1,410 80} 5-7] 26] 21-8] 32] 2-3 22| 1-6 
1894-1903§ ...... 1,666 | 130] 7-8 24] 1-4 69 | 4-1 37 | 2-3 
1904-1910§ ...... 940 138 | 7-1 27| 1-41 62] 3-2 49 | 2-5 
1911-138 ......... 2,241 165 | 7-4 24) 1-1 731 3-3| 68! 3-0 
BONE Ati c.ccnccenes 4.0385 | 745 | 18-5 | 357] 8-8] 115 | 2-9| 273] 6-8 
00D Ei........<00 4,384 | 771 | 17-6} 355| 8-2} 113| 2-6] 303] 6-9 
SE oer cicocosciican 3,844 | 800| 20-8} 309] 8-0] 103| 2-7] 388] 10-1 
OD cide schists 4,530 | 776| 17-1} 224| 4-9] 137| 3-0] 415] 9-2 
atta ace 4,850) | 830 | 17-1 | 224] 4:6} 186| 3-8] 420] 8-7 
| SES eTePREE (5,170) | 936t] 18-7t| 224t] 4-3t] 278t| 5-4t| 434] 8-4t 


ended March 3lst 


The main lessons to be derived from this table are easily 
detected. Over the period of the Great War, the total 
expenditure of the State, regarded as a proportion of the 
National Income, rather more than doubled. Much the 
largest part of this increase was due to the greatly enhanced 
burden of the National Debt, although there was also a 
substantial increase in the ‘‘ All Other ’’ category. This 
category is, of course, largely influenced by the various 
forms of expenditure on social services, especially on the 
relief of unemployment; but it also contains a ‘‘ war’”’ 
element in the shape of war pensions. As for expenditure on 
the defence forces, there is considerable stability through- 
out the period, except for the rise in the Boer War period 
and the much sharper increase in the last two years. One 
other conclusion can be drawn from the table. The estimated 
total expenditure for 1937-38, including the proceeds of 
the Defence Loan to be issued, represents a proportion of 
the National Income almost as large as that of the slump 
years. Re-armament has thus cancelled almost all the 
advantages won by the last four years of recovery. On 
the other hand, the figures also show that the whole of 
this expenditure could have been met out of current 
revenue without imposing any unprecedented burden of 
taxation upon the National Income. 

It is unlikely that we are yet at the end of the increases 
in expenditure. Defence expenditure has not yet reached the 
average of £300 millions forecast in the White Paper; and 
even that figure may prove to be an underestimate if prices 
rise further or the international outlook worsens. The 
borrowing of £400 millions will cost at least {12 millions a 
year for interest alone. Rising interest rates may well in- 
crease the burden of the remainder of the Nafional Debt. 
If short-term rates rose to 3 per cent. (a comparatively low 
figure in the light of history), the immediate extra cost 
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would be in the neighbourhood of {20 millions per annum. 
Lastly, it would be rash in the extreme to assume no future 
increase in the cost of unemployment assistance. For al] 
these reasons, we may well have to contemplate an annual 
expenditure of {1,000 millions before very long. 

Sooner or later the State’s expenditure will have to be 
met out of revenue, and though the present rate of expendi- 
ture on the defence forces may not continue for ever, there 
ought some day to be a Sinking Fund nearly as large as 
the present annual borrowings. Allowing, on the one hand, 
for a decline in defence expenditure to a ‘‘ maintenance 
level ’’ of about half the present expenditure, and, on 
the other hand, for the inevitable increase in expenditure 
other than for debt and defence, it looks as if revenye 
of at least {920 millions will be needed if we are to 
return in five years’ time to a sound basis. 

That this is no light task can be seen from the following 
table :— 


Tax Revenve, 1925-26 ro 1936-37 
(g millions) 





| 1925-29 1929-90 1931-29 1904-35 195-36 1936-37 












Inland Revenue : 

BAIRD TD Ninccecbcninsvissscvoccssaey 2 238 257 
INT, -canennansandqncadeuseieoenecabo’ 51 51 54 
BRE PEIN ©» aniccdovconsioveccaucans 81 88 88 
BRAID 6 0. tsnciccgosvenceccoecoresseee : 24 26 29 
Other Inland Revenue ............ 3 2 2 
Total Inland Revenue 405 | 430 

Customs and Excise 
BUD, .ninccctigdouinesanbaindephsetionk 185 197 211 
t 105 107 110 
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* Details of Customs and Excise for 1936-37 are not yet available. 


It should be explained that the sources of revenue other 
than taxes at present bring in about £40 millions, and that 
about {28 millions of additional revenue will be available in 
1937-38 from the motor vehicle duties to meet the expendi- 
ture on roads included in the estimate above. These addi- 
tions would raise the total revenue of 1936-37 to {824 
millions. There is, then, a gap of approximately {100 
millions which must some day be bridged. 

Some increase can be expected from the natural growth 
of the National Income. In 1937-38, for example, this may 
produce about £30 millions. But this is entirely due to the 
present upward swing of the trade cycle. Unless all past 
experience is to be disregarded, we shall have to allow for 
a natural decline of the revenue in the next five years; \t 
may be nearly ten years hence before we shall see a natural 
increase (i.e. one produced without any alteration of the 
rates of taxation) to higher figures than the present. It 's 
unlikely that the solution lies simply in an increase of direct 
taxation. For, apart from the extreme unpopularity of such 
a move, these taxes do not show very much buoyancy © 
yield. The National Income in 1936 was about 10 per cent. 
higher than 1929, but the combined yield of income tax, 
surtax and death duties was only about 1 per cent. larger, 
in spite of the higher rates of taxation. Nor is this entirely 
explainable by the time-lag in tax collection. There has 
been a substantial redistribution of income in the last eight 
years to the disadvantage of the richer, and direct tax- 
paying, sections of the community. Gratifying though this 
is on social grounds, it makes the task of the tax collector 
considerably more difficult. 

There is, however, one favourable circumstance in the 
position. The policy of borrowing for re-armament a 
succeed in giving us five years to think the problem out. 
would be a prudent move to appoint a strong Commission, 
charged with the task of finding new sources of revenue 
calculated to bring in {100 millions a year with the min 
mum of injustice or of disturbance to legitimate enterpr's¢. 
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